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Abstract 
In 2005 the new CEO of Vestas, Ditlev Engel introduces the corporate strategy Will to 
Win and with that Vestas experiences a streamlining of the organization. The internal 
environment is optimized and a focus towards reduction of variable costs through 
implementation of performance systems and reassignments of the company’s production 
plant is made. The overall financial position of the company is improved by the new 
incentives and by end 2008 Vestas has mamaged to reach a EBIT-margin of 10-12 
percent and a net working capital of no more than 20 percent, which are two of the three 
corporate goals. The last goal, which dictates an increase in market share, is due to 
increase in competitors not reached. However as an affect of socio cultural and 
governmental environmental concerns the market sees a considerable growth and Vestas 
manage to increase its turnover year by year.           
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1.0 Introduction 
1.1 Problem Area  
Multinational companies are today faced with extensive opportunities but 
simultaneously increased challenges and fierce competition. Factors such as 
globalization and the fast evolving technology seems to create great opportunities for 
companies to expand upon their business in already established and new markets. 
However, at the same time these new opportunities also force the companies to rethink 
and invent strategies, which will help them to develop and adapt to a constantly 
changeable environment.  
With revenues of 6,9 billion euros and a market share of 11.6 percent in 2014, Vestas 
Wind Systems A/S did position themselves as the world leader of the wind turbine 
industry yet again, (Vestas, 2014). 
Such continuous achievements have made Vestas a great example of a multinational 
company, which has managed to conquer the global market and the wind power 
industry. This in spite of its relative small size compared to other big conglomerates 
operating in the market.  
Although being a truly Danish success story it has not always been an easy fight 
overcoming the obstacles, which the company has faced up through history. Since the 
first successful wind turbine production in 1979 the company has experienced periods 
with immense technological difficulties, a fast evolving market and instable wind power 
conditions due to political circumstances. 
 
In early 2004 Vestas announces that it mergers with another Danish wind turbine NG 
Micon. This is done in order to maintain the company position as the world leader of the 
wind turbine industry and furthermore to prepare and enhance its possibilities to expand 
into a market with increasingly more and fierce competition. However the merger turn 
not to be that great of a success and in early 2005 the new chief in charge, the 42 years 
old Ditlev Engel presents the new corporate strategy Will to Win. He states that “The 
winners have a plan the losers have an explanation and at Vestas we have a plan”. By 
that a strategy for success is born.  
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In the wake of this proclamation and due to a great interest in the art of strategy in 
general and in Vestas as company more specifically, this paper aims at investigating 
how and to what extend the strategy set forth has affected and helped Vestas to obtain 
success.    
 
1.2 Problem Formulation  
How has the strategy Will to Win helped Vestas to obtain success?   
 
1.3 Working Questions 
- What is the content of the strategy Will to Win? 
- To what extend has actions set in motion by the strategy had an effect on Vestas    
success? 
- To what extend has the external environment had an effect on Vestas success? 
-  Through financial analysis of Vestas how does the company success shows in 
numbers? 
 
 
2.0 Methodology 
2.1 Practiced Method 
This paper aims at investigating how the strategy Will to Win has helped Vestas to 
obtain success during the time of the execution. In order to shed light on this question, 
the company will be researched upon through a qualitative strategic analysis of its 
internal and external environment and through a quantitative analysis of the company’s 
financial statements. The reason for combining qualitative and qualitative analysis is to 
be able to present a more adequate picture of the company’s business situation at the end 
of 2008. Being in regards to both financial position and competitive position in the 
market. The overall portrait of Vestas will then be used to discuss and at the end 
conclude whether and to what extend the strategy, and the execution of such, have 
helped Vestas to obtain their desired success. 
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In order to perform the strategic analysis, analytical frameworks or tools will be used. 
To evaluate on the internal environment of Vestas a value chain analysis will be carried 
out.        
The concept of the value chain is to clarify the input, transformation and output 
processes, which the company holds in order to perform its activities. The way these 
activities are carried out determines company costs and thereby affects the end result 
and level of profit. As the Will to Win strategy implemented several new initiatives and 
restructured the internal environment of the company, it will be relevant for the overall 
analysis of Vestas strategic position to shed light on, which initiatives might have helped 
to improve the value chain and by that increase the competitiveness and the overall 
position of Vestas.  
Even though a company has a great influence on how to strategically positioning 
themselves on the market there are several external factors, which to different extends 
may affect a company’s opportunity to create an overall corporate success.  
In order to identify these factors and the corporate initiatives put forth to address them 
two different analytical frameworks will be taken into use. The first is the Five Forces 
framework by Michael Porter, which analyzes the level of competition within an 
industry. As part of understanding the affect of a given strategy one most understand the 
competitive conditions of the company putting forth the strategy. As the Five Forces 
analysis of Vestas will provide such overview the competitors affect on the company’s 
success will turn more explicit. 
 
The other used framework to analyze the external environment of Vestas is the PEST 
framework. It is build up on the four factors political, economic, sociocultural and 
technological positions and it is used to shed light on the external macro environmental 
factors, which surround Vestas and which may have an effect on the company’s 
possibility to operate. These four rather incontrollable factors to the company may create 
several challenges, when wanting to craft and execute a strategy. However they may also 
be able to provide the company with some great opportunities. In the end it is the 
company’s ability to address and work these conditions, which determinates how the 
factors should affect their possibility for success. In relation to Vestas an analysis of 
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their external macro environment will help to clarify to what extend, the four factors 
could create challenges or opportunities for the company. It will then be more apparent 
if and how the strategy has managed to benefit or suffer from the micro environmental 
conditions.                  
 
The last analysis to be performed is the presentation of the financial position of Vestas. 
In order to truly evaluate on a company’s success it is not adequate only to briefly look 
at the achievement of corporate set goals or lack of. One needs additionally to look into 
the overall conditions and through ratios and calculations clarify if the company is taken 
a healthy position or if some achievements have been made at the expense of other 
financial deteriorations. In this analysis the profitability, the liquidity and the solidity of 
Vestas will be touched upon and an evaluation of the financial position will be 
performed.  
After analyzing the internal and external environment as well as the financial position of 
Vestas, the gathered information will provide the foundation for the discussion part, 
where connections and possible correlations between the strategy Will to Win and the 
success of Vestas will be discussed. The purpose with the discussion part is not to come 
up with some final statement   
Finally the findings from the analysis and the perspectives from the discussion part will 
be wrapped up in a conclusion.                  
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2.2 Project Design 
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2.3 Boundary 
According to the strategy Will to Win, which is the focal point in the strategic and 
financial analysis of the company Vestas Wind Systems A/S the periodic boundary is 
chosen to be from 2004 until 2008. Due to that the collected data and research are also 
addressed this time period. The reason for this specific period is the merger which the 
Danish wind turbine company NEG Micon A/S in 2004. The merger brought with it 
some financial difficulties and together with a fast growing wind power industry there 
was seen the need for a new and improved strategy.  
The strategy Will to Win was introduced in the beginning of 2005 with the insertion of 
the new CEO Ditlev Engel and the deadline for the set goals to be reached was by the 
end of 2008. Due to the clarity of the financial analysis a five-year timeframe is in that 
regard to be preferred. A full analysis off all circumstances and financial numbers 
running from the implementation of the strategy to current time would without question 
give the most valid picture of the company and the future effect of the strategy. However 
it is found that the chosen period has the most relevance in regard to answering the 
problem formulation.    
 
Through the strategic analysis of the company, the external environment of Vestas will 
be researched and the market in which they operate, defined. Vestas operated, by the 
time of the analysis, in 63 countries all over the world (EMCC, 13.05.2015). Though the 
relevance to deeply analyze all the markets in regards to understand the threats and 
opportunities of the market as a whole, this paper will only focus on the three biggest 
market for Vestas which are Europe, the USA and China. The main competitors analysis 
will due to this limitation likewise be from these three markets.        
Regarding the financial analysis then it will be performed with help from the data 
obtained through annual report published by Vestas. As a result of that the financial 
analysis will be of external character. Internal data has not been able to be obtained.  
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3.0 Strategy 
3.1 Definition of Strategy 
A company’s strategy might be crucial to its survival in a continuously more 
competitive market and to understand its importance one needs to grasp its content and 
meaning. In Crafting and Executing a Strategy, Thompson and Co. describe it as: the 
managements action plan for competing successfully and operating profitable, based on 
a integrated array of considered choices (Thompson et al., 2012; 52).  
Furthermore to understanding the importance of good strategic management and their 
crafting of the right corporate strategy one essential component most be kept in mind. 
As a considerable amount of companies may produce or provide customers with the 
same product, it is the one company’s specific competitive advantages and their ability 
to set apart from rivals by meeting their customers needs more effectively, that makes 
them more likely to succeed in a highly competitive market (Thompson et al., 2012; 52). 
With this in mind it becomes explicit how the strategy Will to Win might have been able 
to help Vestas obtain their success. However in order to understand how it will be 
necessary to shed light on the factors and initiatives, which have improved their 
competitive advantages and created the possibility to meet their customers needs more 
effectively.   
 
3.2 Definition of Success 
Success may be difficult to define, as the term tends to hold a rather subjective meaning. 
However in business relation, success may be defined as an achievement of an action 
within a specific period of time within a specific parameter. Additional success can also 
mean completing an objective or reaching a goal. Success can be expanded to 
encompass an entire project or be restricted to a single component of a project or task 
(Business Dictionary, 25,05,2015). Due to this definition provided by the business 
dictionary, the success of Vestas should in this context be understood as the ability to 
achieve their strategic goals while maintaining a reasonable financial position and 
competitiveness.    
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3.3 Vestas Strategy 
With new technological improvements and still some unfinished businesses in terms of 
general product quality, Vestas Wind Systems A/S merger with the Danish wind turbine 
company NG Micon early 2004. Together they become the undisputed world leader in 
the wind power industry with a turnover of 20 billion, 8500 employees in 27 countries 
and a market share of 35 percent (Sønnichsen, 2009; 93). In late 2004 the current CEO, 
Svend Siggard resigns and leaves the company with a loss for the year of 300 million. 
The next CEO, Ditlev Engel is presented in May 2005 as the new Mr. Vestas.  
 
Ditlev Engel broadcasts the new corporate strategy with the catchy opener “The winners 
have a plan the losers have an explanation and at Vestas we have a plan” he sets the 
standard for the future of Vestas.  
The strategy is crafted with the purpose of strengthen the financial result of the company 
and to improve the long-term development opportunities within the international wind 
power industry.  
On the basis of a solid international market position and a competitive technological 
platform, three targets are defined. They are based on long term development of profit 
margin, networking capital and market share. The three long term targets to be meet 
before end 2008 are as following:   
 
- Earnings before interest and tax (EBIT) margin of at least 10-12 percent 
- Net working capital at year end of a maximum of 20 percent of turnover (compared to 
previously 25-30 percent) 
- A global market share of at least 35 percent measured in MW of installed capacity 
 
3.3.1 Vestas Values, Vision & Mission 
As part of the new strategy a well-defined vision and mission are crafted. The vision and 
mission are seen as important guidelines for the whole organization to function as a 
desired one unit, which through a common mindset is set to archive the strategic goals. 
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Vision  
With the implementation of the Will to Win, the vision was to become very clear. 
According to Ditlev Engels has wind energy by many been regarded as a romantic flirt 
with alternative energy sources. However, as he states- it is not. In that regards the 
vision is for Vestas to put wind on a par with oil and gas. Wind power is a highly 
competitive alternative to conventional energy sources and it has a great deal of benefits. 
Stated by the company the five most important benefits are that: it is a free source of 
energy, it is capable in competing with conventional sources of energy in terms of costs, 
it reduces dependence on imported energy, it facilitates fast ramp-up of extensive 
production capacity, it contributes to reduction of CO2 and other greenhouse gas 
emissions.          
 
Mission 
The mission of the “new” Vestas Wind Systems A/S is to reach the company’s strategic 
defined goals and to do so failure is not an option. It is recognized that the missions most 
important resource is the skills and enthusiasm held by the employees and the effort for 
everyone to do the very best he or she can possible do. The will to achieve optimum 
results must then characterize all level of the organization in order to make the vision 
come true. Due to that Vestas does simply not apply the concept of “good enough”  
 
4.0 Value Chain Analysis 
The value chain of Vestas presents the different divisions of the company, which are set 
to bring value added to the company. The value added activities are divided into primary 
and secondary categories.  
 
4.1 Inbound logistic 
In regards to inbound logistics and the value creation in this part of the chain the quality 
of the components and the supply delivery are seen as essential. As the quality of the 
overall wind turbine is crucial for Vestas customer satisfaction and their goal to cut 
down the expenses for repair and replacements, it is important that the production of the 
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suppliers likewise is based on quality and effectiveness. In order to secure this the 
concept of Supplier Quality being one of the 12 Must Win Battles, has been introduced 
to Vestas suppliers as well as to their own production unit. Together with a close 
supplier cooperation and regularly control performed through the Six Sigma tool it is 
meant to reduce the suppliers cost of energy and improve the overall quality so that 
Vestas is able to provide their customers with a competitive and reliable product.  
Imbalance between demand and the supply lack of components, especially steel is a 
recurring problem in the wind turbine industry and that tends to create problems for the 
manufactures as scarcity is costly and time consuming. In the attempt to avoid this 
scarcity causing up to 15 months of delivery latency, Vestas has started to build up own 
product stocks and are arranging special long-term framework agreements with suppliers 
having the right capacity and ambitions. To the extend possible, they also have two 
suppliers for each component (Ingeniøren, 24.05.2015).              
High commodity prices have in the researched period additional affected the wind 
turbine market. Increase in commodity prices may increase the variable costs of Vestas 
and in order to avoid that, the company seeks to arrange long-term agreements and fixed 
prices through hedging. As an attempt to lower the internal costs, it is furthermore 
pursued to incorporate the increase in commodity prices in the sales whereas the extra 
expenses then are transferred to the customers (Vestas, 2008; 24).    
 
 
4.2 Production  
 
In order to improve the EBIT margin and make the wind turbines more competitive, 
Vestas is in the same way as in inbound logistics focused on reducing the production 
costs. Through the Must Win Battles Production Excellence the initiative towards 
reducing the cost of energy and improving the quality and effectiveness of the internal 
production units, is defined. The tools LEAN and Total Production Management (TPM) 
are together with the Six Sigma set to improve the productivity by identifying and 
eliminating errors and time wasted. By doing so the output per employee or factory is 
increased and that results in higher earnings and decreased labor costs. These 
implementations clearly show the company’s endeavor to “Do it right the first time” and 
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especially the TPM system has lifted the output to a higher level. Reports show as much 
as 30 percent higher outputs in some of Vestas blade factories (Breitowitz & Søgaard, 
2009; 20).   
Another significant action towards minimizing the cost of energy is the reassignment of 
the production units. Vestas is to a larger extend starting to place factories closer to their 
customers and as the Danish market currently only holds 2 percent of the company’s 
sales it is seen as a necessity to move the production to international markets such as the 
USA China, which hold immense possibilities for expansion. The changes in structure 
are essential for Vestas competitiveness and in the future the total production is to be 
divided into three parts. This means that the USA production unit is to provide the 
American market, the Chinese production unit the Chinese market and the same for the 
European market. Such division will move the factories closer to their suppliers and 
reduce time wasted, which all in all will minimize the total production costs.       
 
4.3 Outbound logistics 
 
The creation of value in regards to the outbound logistics of Vestas is placed in the 
ability to reduce the distribution costs of the wind turbines, which may be considerable 
due to turbine size and transportation difficulties. Here the reassignment of the 
production plants has like in the production link increased the ability to reduce the 
distribution costs. Additionally part of the corporate strategy is to locate the plants close 
to good infrastructure such as railways and harbors. It creates furthermore the 
opportunity for faster and cheaper transportation of the wind turbines. Due to good 
transportation facilities, one of the first international production plants was also set up 
by the Rocky Mountains in the USA. In 2006 the company set up a major blade 
production plant in the Chinese city Tianjin and that leads additional the global tendency  
(EMCC, 13.05.1015).  
Though such expansions reduce the distributions costs it is not the only advantage 
brought with it. It does also create a great amount of jobs in the country where placing 
the production plant. Such contribution to a local society can together with the right 
amount of governmental processing lead to greater political influence and goodwill, 
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which in the end is useful when the strategic need for project approval or other 
legislative acceptance may occur.                
 
 
4.4 Sales & Marketing   
Over the years Vestas focus has been particulary on sales and increasing of market share 
and with the global expansion it has become increasingly important to promote an 
effective integration of all the sales units around the world. In order to do so Vestas has 
since 2006 stepwise implemented the ERP-system (IT Entreprise Resource Planning). 
The system is set to create business uniformity and by that improve the foundation for 
better decision making, communication and sharing of knowledge (Vestas, 20.05,2015). 
As the system is seen as essential in the achievement of the target of growth it is set to 
create great value to the company.            
 
The marketing of Vestas has mainly been focused on promoting the wind power 
industry in general and through that Vestas in particular. In order to do so, the strategy 
No. 1 in Modern Energy is introduced in the second quarter of 2007 and with that great 
emphasis is put on promoting wind power on par with oil and gas. Together with the 
internal introduction of the strategy a global marketing campaign is put into force and 
great investments in this areas are made. Additionally as a strategic move towards 
extended dialog with politicians, NGOs and lobbyists, a department for governmental 
relations is established in 2006. Acknowledging how political incentives and favoring 
may positively affect the wind turbine industry, Peter Brun from the Ministry of Foreign 
Affairs is appointed to lead the department. A comprehensive work towards closer 
cooperation with the international society is then begun. The wind power lobbyism 
shows to be very effective and Vestas obtains a great influence in international political 
circles all the way from the USA to China. Vestas becomes advisor on both Barack 
Obama and John McCains campaigns on renewable energy in 2008 and has influenced 
the president to public value renewable energy in more than one occasion (Sønnichsen, 
2009; 193). As the wind turbine industry is highly affected and controlled by political 
aid and legislation, such lobbyism is valued as of great importance for Vestas success.                  
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4.5 Service 
In regards to the overall service level and customer satisfaction it is in this area that 
Vestas have had and still has some of its biggest challenges. As a result of a main focus 
on growth, market share and due to varying quality of the wind turbine, Vestas has by 
some customers earned the reputation of being arrogant and unwilling to perform the 
necessary service, which is required after installation. According to customers in 
Holland and Denmark is the quality of the wind turbines delivered by Vestas not 
satisfying. That leads to errors and decrease in the promised 15-20 years life of the wind 
turbines. In Germany, an important market for Vestas, every fifth customer is unsatisfied 
with the service provided by Vestas in such a degree that they state to chose another 
supplier I the future (Ingeniøren, 20.05.2015)            
However after the introduction of Will to Win, Vestas is set to meet the customer 
discontent and to improve the varying quality of the wind turbines, which cost the 
company great amount in warranty provisions. Just in 2005 38 millions are spend on 
one-off product fault and as much as 183 millions on type-fault, which all together 
counted for 221 millions. In 2007 the amount is even higher counting 242 millions 
euros, which is around 5 percent of the annual revenue (Vestas, 2007; 8).     
 
As part of the initiatives towards improvement of the overall quality of the wind turbines 
is the introduction of the Six Sigma. This introduction is said to halve the amount of 
servicing required in 2005, just by the end of 2008. Another initiative put forth in order 
to improve the customer satisfaction and reduce the warranty provisions is in regards to 
managing the risk, which is seen to be quite high in the wind turbine business. Earlier 
Vestas did not have the required equipment to assess a certain area, before setting up the 
wind turbines and that would cut off the possibility for an optimal productivity. 
However through the research and development center in Aarhus it has during the 
researched period become possible to control 15.000 of the installed wind turbines and 
by that optimize every one of them (Sønnichsen, 2009; 157).     
 
	   19	  
4.6 Support Functions 
 
Organization 
 
Under the implementation of Will to Win, Vestas has changed it organizational structure 
and through transparency, commitment and responsibility it is by the management being 
emphasized as important for the overall value of the company.   
In the creation of a new and improved Vestas several initiatives have been implemented 
a long the way. Among other things is to be mentioned the Must Win Battles concept, 
which 12 initiatives for changes are to improve the competitiveness within product 
quality, reliability, reduction of costs and improved collaboration with customers and 
suppliers.  
As part of the formulated constitution of Vestas, the system Six Sigma Black Belt has 
likewise been introduced. The improvement tool to better coop with variability in 
process and performance measurements is set to fight the Vestas culture of error and by 
that strengthen the whole organization (Sønnichsen, 2009, 154) .  
 
 
Technology R&D  
Due to the fast evolving technology and its excessive influence on the development and 
construction of the wind turbines, the R&D function is seen as one of the most essential 
and vital part of Vestas. It is through this division that the company needs to 
differentiate themselves. According to analysts it will also be in this sector that Vestas 
will meet difficulties, if it at some point ends up in a tight technology war with some of 
the big conglomerates such as GE Wind and Siemens, which through immense funds 
have the opportunity to raise great technological capacities (Sønnichsen, 2009; 193).  
In order to meet these future challenges the Technology R&D unit has been established. 
It is characterized by global knowledge sharing, the establishment of technological hot 
spot around the world and a global search for talents in mind. The unit has over the 
researched period expanded into a global network holding additionally four centers, 
which are located in the UK, Singapore, Chennai in India and latest Houston. Previous 
to the implementation the R&D responsibility was characterized by decentralization, 
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unproven technologies, limited risk management and each R&D activity was untaken by 
external engineering branches.  
Now the research has become centralized structured and carried out by the own research 
centers of Vestas. This has resulted in a significantly decrease in used resources and 
time consumption. Through a Global Operation Model the different centers are 
furthermore encouraged to obtain a so-called Center of Excellence status and by that the 
development of the best products and services are promoted. Each center is meant to 
benefit from each other and through specialization to create an optimized and competent 
unit (Pedersen, 2009; 9).  
Due to the overall restructuring and improvement of the research facilities, the 
technology R&D unit has become of great value to the company and is set continuously 
to improve the changes of Vestas to survive and compete in a fast growing industry.                 
 
HR People and Culture    
As part of the new organization managed by Ditlev Engel, a new unit People and 
Culture has been added to the existing operational business units.  This specific unit has 
been increasingly important to establish, as Vestas has turned more globalized and 
experienced a heavy increase in the employee intake over the last years. Progressed from 
approximately 10.300 in 2005 to 13.820 in 2007, a recruitment of 2.500 new employees 
is expected in 2008 (Foss et. al., 2012; 93). The foremost task of this unit is to spread 
and implement the shared company culture to all employees and divisions within the 
organization, which currently holds fifty-six nations.  
Vestas is a strong believer in diversity and the exposure to ideas from all over the world 
being the creator of the best results. Spread and sharing of information is seen as the key 
to Vestas competitiveness and due to this convection the role of People and Culture 
becomes essential. It is set to facilitate the required global cooperation, promote the one 
Vestas spirit across borders and create that kind of community spirit, which is important 
in order to work as one unit. Additional this unit is responsible for the implementation of 
graduate programs, human resource development and in 2007 it launched an initiative 
proactively to develop internal management practices and leadership attitudes. The 
initiative consists of arranged seminar for the top 200 managers and assigned personal 
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coaches to the top 500 managers. As many of the middle managers are trained engineers 
and not used to handle challenges under pressure such training will bring great value to 
each division and through that to the company as a whole.   
 
4.6 Summarizing Value Chain 
Summarizing the value chain it becomes evident that Vestas holds a great amount of 
internal value, which through strategic initiatives and implementations are increased and 
improved on. I order to avoid scarcity on components and increased commodity costs 
closer cooperation with the suppliers is made. Production costs are reduced due to global 
reassignment of the production plants and through systems and tools such as the Six 
Sigma, the 12 Must Win Battles, LEAN, TPM and ERP the overall quality and 
effectiveness of the company are optimized. Improving the service and customer 
satisfaction is highly prioritized and through lobbyism and promotion of the wind power 
industry Vestas has got increased political influence. The organization has been 
restructured and great resources invested in technology, international knowledge sharing 
and through that increased competitiveness.  
 
 5.0 Porters Five Forces  
 
5.1 Threats of New Entrants 
Due to increasing social cultural and political interest in renewable energy the trend 
towards wind energy has in many places of the world shifted from nice to have to need 
to have. This shift has changed the structure of the wind turbine industry from former 
being an oligopoly business with only a few big manufactures to now being a market in 
immense growth with several large and an increased amount of smaller domestic 
manufactures (Sønnichsen, 2009; 203). 
The majority of the market share is divided between the biggest manufactures such as 
Vestas, GE Wind, Enercon GmbH and Gamesa. However it is notable that by comparing 
the top ten division of market share in 2004 and 2008 it becomes explicit that the 
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category “others”, which counts smaller and upcoming manufactures, has increased 
from 4 percent (Cameron, 2004; 3) to 17,6 percent (Madsen, 2008; 15) in just five years.     
The development shows that threats of new entrants into the market have been 
increased. However as the market in general has likewise increased, more entrants most 
be seen as a natural effect. In China, where the currently biggest growth worldwide is 
seen, there are for instance starting to enter several local manufactures, which outside 
manufactures including Vestas have had some problem competing with when it comes 
to domestic orders.  
Despite the increase of new entrants the wind turbine market is seen as an industry with 
high entry barrier. Such entry barriers are high capital required to fond the projects, the 
capability to produce economies of scale and furthermore the extensive technological 
know how required to produce and develop on the wind turbines. These requirements are 
rather demanding and are not easily to be fulfilled by many of the new companies 
wishing to enter the wind energy business.  
Nonetheless they are to be meet by big conglomerates such as GE Wind and Siemens, 
which additional have their customer knowledge and already established partnership 
with some of the big buyers as competitive advantages when competing for projects 
such as wind farms and big off shore projects. Due to that mergers and acquisitions 
between big and already established manufacturers are also seen as a threat to Vestas. 
Currently some international analysts are likely to believe that the market in the future 
will consolidate itself to a degree of oligopoly only counting the biggest manufactures. 
The challenge for Vestas is in that regards to be able to create the right contacts and be 
able to get into action, when the chance for a big order presents itself. However Ditlev 
Engel states that Vestas as a smaller company, compared to the big conglomerates, will 
benefit from their smoothness and adaptable character and the fact that they only focus 
on wind turbines give them an competitive advantage (Sønnichsen, 2009; 206-208).  
 
5.2 Threats of Substitutes 
Even though Vestas has proclaimed that they intend to set wind power a par with oil and 
gas and despite the fact that wind energy due to technological development continuously 
turns more competitive relative to traditional energy sources, other renewable energy 
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sources such as solar, bio and hydro power still counts for the most likely substitutes for 
wind power.  
Looking at the overall development of the renewable energy industry it is evident that 
wind power between 2004 and 2008 is a dominant source of renewable energy relative 
to solar and bio power. However, hydro- power is seen as the overall superior source in 
2004 with annual market share in MW/a of 19.490. 
 
In the same year wind power has a total installed capacity of 48 GW, which counts for 
an annual market share in MW/a of 8,207. This number is compared to the total 
installation of solar photovoltaic of 2.6 GW and bio power of 39 GW. The total annual 
market share in MW/a for the two counts for respectively 1.052 and 1.244.  
 
Towards 2008 there is seen a vast increase in the growth rate for solar photovoltaic with 
as much as 44 percent in 2008 compared to the wind power growth rate of 22 percent. 
The bio power growth rate the same year is 2 percent, while the percent for hydro- 
power is unknown. The annual market share for the four renewable energy sources in 
2008 end at 26,221 MW/a for wind power, 17,082 MW/a for hydro power, 6,090 MW/a 
for solar photovoltaic and finally 0,806 MW/a for bio power. Notable here is the fact 
that even though hydro- power dominated the whole renewable energy market in 2004 
the situation has changed by the year of 2008 placing wind power in the leading position 
(REN21, 15.05.2015).   
  
5.3 Bargaining Power of Suppliers 
The bargaining power of the suppliers in regards to Vestas is fairly small, as the 
company has chosen to produce most of their components to the wind turbine 
themselves and by that made them somewhat independent of the supply link. Already 
back in late 1980 after an accident with one of the wings from a wind turbine outside 
Aarhus, the company decided to start producing their own wings. The accident happened 
as a result of lack of experience with the production and especially the electronic 
development of the wind turbines. Vestas took the accident as an important lesson and 
was from that day on determined to get the most control over their production unit as 
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possible. Nowadays they only outsource the production of their towers, foundations and 
gear- boxes. This makes logically sense as the parts such as the towers and foundations 
are better to be produced close to the locations where the wind turbines are to be placed. 
Furthermore, as the delivery time of the outsourced components can be quite long, 
Vestas makes sure always to have two suppliers of each component. That is in order 
trying to avoid the certain bottlenecks, which are to occur in the wind turbine industry 
(Vestas, 2008; 23).  
However when it comes to the outsourcing of the gear boxes the bargaining power of the 
suppliers is somewhat high as there are only two producers of that certain component, 
They two producers, Hansen Transmission and Winergy, are respectively owned by the 
two competitors the Indian Suzlon and the German Siemens which additional gives 
these suppliers an increased bargaining power (EWEA, 17.05.2015).             
 
 
5.4 Bargaining Power of Buyers 
The customer segment of the wind power industry has changed over years and from 
earlier being defined by private investors and companies it is now to a larger extend big 
energy enterprises influenced by the increased focus and demand for renewably energy, 
which sign orders for whole wind farms or off shore projects. These projects are often 
supported by governmental aid and are more profitable due to size and the long-term 
investment period (Breitowicz D. & Søgaard C., 2009; 51). The competition in the wind 
turbine industry has likewise increased as more manufactures in recent years have 
entered the market and by that created a higher supply level relative to the demand for 
wind turbines. As a consequence of these factors the bargaining power of the buyers, the 
project investors have been increased. 
However as the market has also seen a considerable growth, which has opened up to 
new markets and new possibilities in existing ones, it has given back some of the 
bargaining power to Vestas and the industry in general. As part of the Will to Win 
strategy, Vestas has additional changed its approach towards compromising on prices 
and terms with their customers just to win an order (Sønnichsen, 2009; 206-208). That 
might have contributed to a decrease in obtained orders and by that market share, but it 
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has at the same time given back some of the bargaining power to the company and the 
industry as a whole. This as the company does not any longer contribute to maintaining 
a low price level, which easily may create a race to the button effect.         
 
 
5.5 Degree of Rivalry  
As mentioned earlier, the structure of the wind turbine industry has changed over the 
past years and is currently characterized by some large and several smaller domestic 
manufactures in the three biggest markets where Vestas operate. In 2004 the top ten 
manufactures accounted for 96,4 percent of the market with Vestas being the market 
leader holding between approximately 34 percent of the total market share (Cameron, 
2004; 3). Due to this somewhat continuously concentrated division of market share it is 
only the biggest competitors to Vestas, which in the following will be touched upon.   
 
Gamesa 
The second largest manufacturer is the Spanish Gamesa, which Vestas until 2001 had a 
share of 40 percent in. In 2004 Gamesa holds 17 percent of the total market share and is 
the market leader in Spain. The company is specialized in the two different turbines 
types the 850 KW and the 2.0 MW and as it is highly vertical integrated it is less 
influenced by external suppliers and bottlenecks.    
  
Enercon GmbH 
In third place comes the German based Enercon GmbH, which holds a dominant 
domestic market share of 50.2 percent in 2007. In 2004 it hold 15 percent of the 
international market share. It focus on innovation and even though specialized in large 
mills such as the 6 MW and the newly invented gearless wind turbine, which should be 
more reliable than turbines with gear boxes, they still produce smaller turbines.  
 
GE Wind 
The forth- largest wind turbine manufacturer at that time is the American GE Wind, 
which holds 11 percent market share. This company is leading the American market and 
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has specialized in developing and selling large mills ranging from 1.5 to 3.6 MW wind 
turbines. They are poorly vertically integrated but as being a part of the GE 
conglomerate they are to a large extend securing their own supply chain, financial 
resources and negotiating power with suppliers. 
 
Goldwind  
The last considerable competitor to Vestas is the Chinese manufacturer Goldwind, 
which is however founded in 2007. They are with special turbine types for different 
temperatures focused on the Chinese market and do also have the leading domestic 
position, with Vestas coming in second.  
 
When looking at the development in installed MW over the five years 2004 to 2008 it 
shows and average growth rate of 27.6 percent with as much as 42 percent growth in 
2005 and 2008. With the numbers 49,5 percent and 106,3 percent it is the USA and 
China, which from 2005 to 3008 count for the biggest growth. On the European market 
France counts for the biggest growth of 48,6 percent.  
 
Vestas, Gamesa and Enercon GmbH have all lost share each of with 14,2 percent, 5 
percent and 5 percent. Goldwind has however managed to obtain 4 percent market share 
in just one year (Madsen, 2008; 15). As the majority of the mentioned companies mainly 
focus on their home market, Vestas being the only international allocating manufacturer, 
it shows that even though Europe is still the biggest market and Vestas the leading 
market share holder, they need to be aware of the fast growing American and especially 
Chinese market in order to keep their position and regain their lost market share.           
 
 
5.6 Summarizing Five Forces Analysis 
Summarizing the competitive threats of Vestas it shows that the biggest threats to the 
company is the growth in manufactures, which recently have entered the market and 
lead to a decline in Vestas market share. Especially domestic manufactures focusing on 
local markets have to some degree refrained Vestas to expand on their market share in 
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countries like China and the USA. However, the overall market has likewise seen a 
considerable growth, which has resulted in Vestas being able to increase their 
installations even though losing market share. As wind power energy is continuously 
superior to other forms of renewable energy, the threat of substitutes is non significant. 
In regards to the bargaining power of the suppliers and the buyers, Vestas has made 
itself somewhat self-sufficient and due to market growth, these bargaining powers are 
seen to be rather moderate to small. As the production of few of the supplied 
components are controlled by competitors and the customers of Vestas after all take 
some participation in the wind turbine project, they should though be taken into 
consideration. For the future the mergers of big conglomerates may become a threat to 
Vestas, but for now it is still, despite a decline in market share, holding the major part.                       
 
6.0 PEST Analysis  
 
6.1 Political Factors  
 
The wind energy industry has always been highly influenced by its external environment 
and shifting political incentives have up through history had an important part to play in 
the possibilities for the industry to develop and bloom. Increasing environmental and 
climate concerns have more recently had a strong impact on the international society.  In 
1992 the United Nation Framework Convention on Climate Change (UNFCCC) was 
agreed on and with essentially all countries being parties the convention seeks to prevent 
dangerous man-made interference with the global climate system (European 
Commission, 12.05.2015).      
Due to this, the governments from Europe, the USA and Asia represented by China and 
India, have been promoting forceful policies toward the support of sustainable and 
renewable energy (Foss et al.; 75).  
To understand how these governmental incentives and policies may influence the 
possibility for Vestas to further expand on its market share and through that reach its 
strategic goal and success, the following part aims to clarify the main political actions 
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directed at the renewable energy industry in general and the wind energy industry in 
specific.  
 
Europe 
In general the EU is highly committed to support the production and development of 
renewable energy and one of the most explicit incentives in this direction is created 
through the Kyoto protocol, which was agreed on in 1997. The Kyoto protocol was seen 
as the next step after the UNFCCC agreement and is the only legal binding instrument 
for cutting greenhouse gas emissions. Worldwide, industrialized countries committed, 
through the convention, to cut their emissions of six greenhouse gasses by average five 
percent below 1990 levels by the end of 2008. The 15 EU member countries, which took 
part in the convention at its creation agreed to commit to an average of eight percent.  
Denmark together with Germany and Luxembourg committed moreover to a cut 
equivalent to whole 21 percent  (Europe Commission, 12.05.2015).    
In practice to be able to raise to the commitment the incentive is executed through feed-
in tariff policies, which is seen as the most successful policy mechanism for stimulating 
a rapid development of renewable energy. These specific feed-in tariffs are specific 
payments given per kilowatt-hour for electricity generated by a renewable resource and 
are most widely used in Germany, France and Spain. Through these subsidies the 
governments thereby enable a broad segment such as homeowners and cooperatives to 
participate equally with large commercial developers of renewable energy (Clean 
Energy Action, 12.05.2015).   
 
The USA 
Climate changes and global warming have likewise become of concern to most of the 
USA and incentives towards support of the renewable energy industry have been put 
into force. However, in contrast to the European market very few feed-in tariffs have 
been implemented. 
In the USA the most important governmental implementation towards development of 
the renewable energy market is instead the production tax credits (PTC). This policy 
promotes electricity project by offering a tax credit, to approved renewable energy 
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projects, for each kilowatt-hour of electricity they produce the first ten years of its 
operation.  
Currently the wind energy industry has benefitted the most from this fiscal incentive 
program and from 2005 and forward there has been seen a substantial growth and 
increase in the installations of wind turbines in the American market (Brown, 2012; 1). 
In addition to the PTCs around 29 American states have established so-called renewable 
portfolio standards. These standards oblige utilities to purchase or generate an increasing 
amount of their power from renewable energy sources. If the standards are not meet the 
consequence is to pay fines (Clean Energy Action, 12.05.2015).   
Single states such as California and Texas are moreover implementing incentive 
programs additional to the federal ones and especially in California they are considering 
setting a goal to generate 20 percent of its total energy as renewable energy between 
2010 and 2020.The number should be compared to the ten percent the state generated in 
2004. 
     
Even though renewable energy being a fiscal point to the American government, the 
lack or delay of the frequently required approval of the incentive program has more than 
once caused a deep negative impact on the domestic development of wind turbine 
installations. Examples of this have been seen both in 2001, 2002 and 2004 where the 
program was not renewed. This caused during the period new capacities in wind energy 
to fall dramatically and lead to a decrease of 67 percent in megawatts installed just in 
2004. However in 2005 after the approval of the PTC the installations increased with as 
much as 400 percent  (Foss et al., 2012; 75). 
Due to this the American market has generally been seen as fairly volatile. Recalled it 
was likewise a delay in the approval of the PTC back in 1985 that, together with the 
shipping bankruptcy in Los Angeles, caused the collaboration collapse between Vestas 
and the American company Zond.  
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China 
China is in a tremendous development and the government is progressively 
implementing policies towards the promotion of renewable energy. The policies put in 
force are a mix of tax measures and the renewable portfolio standards (RPS), which are 
also used in the USA. 
Furthermore due to forecasts placing China in the leading position of CO2 releases in 
the future, the Chinese government has through the Medium and Long-Term 
Development Plan for Renewably Energy, budgeted 10 billions dollars for investments 
in the renewable energy industry for 2007. Such heavy investment makes China the 
second biggest investor in aforementioned industry just after Germany (Breitowicz. & 
Søgaard, 2009; 35).  
With the country’s first Renewably Energy Law from 2006, which significantly 
accelerated the growth of renewable energy, China sets out additional commitments to 
the development of renewable energy and put forward national targets and policy 
measures for implementation.  
One of the governmental actions, originated from the law of 2006, is the introduction to 
the renewable portfolio standards, which as mentioned are also used frequently in the 
USA. Other market-enhancing provisions put into force are “government-guided” prices 
for wind power, the obligation for utilities to purchase all generated renewable power 
and state guarantees.  
In order to finance renewable energy project the Chinese government has additionally 
begun to place a surcharge per kWh on the electricity price. The surcharge started at 
USD 0.3 MWh but was by 2008 raised to USD 0.6 MWh. This income is placed in a 
national renewable energy fund, which is created with the purpose of financing special 
project and the feed-in tariffs, which are addressed towards solar and wind (IRENA-
GWEC, 13.05.2015).         
 
6.2 Economic Factors  
There are several different factors, which most be taken into consideration when looking 
at how the financial external environment may have an influence on Vestas specifically 
and the wind turbine industry in general.    
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Electricity and Fossil Fuel Prices  
Initially the current price on electricity influenced by the supply and price of oil, coal 
and other fossil fuels has a direct influence on the renewable energy market as high 
stable electricity prices creates greater wind energy profitability and furthermore 
increase the competitiveness of the wind turbine industry (Ingeniøren, 12.05.2015).           
During the period of the analysis the energy market has been affected by high oil prices 
caused by increased worldwide demand for coal and a decrease in the US petroleum 
reserves. More specifically since 2003 the demand for crude oil has been strong and due 
to political instability in the main regions of oil production together with a general weak 
growth rates on the supply side of the oil market, the oil prices has just keep increasing. 
In 2008 the prices reached historic heights as a barrel of oil in July was seen at a cost of 
147,30 US dollars (CATO Institute, 13.05.2015).    
 
Lending Rate, Trade Currency & Cyclical Fluctuations 
When working in the wind energy industry, factors such as lending rate, the value of the 
trade currency and the cyclical fluctuations may likewise have an affect on the 
possibility for Vestas to allocate wind turbines and by that expand on its market share. 
When working with long-term investment projects such as wind farms, which require an 
enlarged production period and huge amounts of capital, a low lending rate is rewarding 
to both the producer, and the investor. In periods with low lending rates, Vestas has 
access to a cheaper long-term production loan and the investors of the projects obtain a 
more profitable investment. Furthermore, the lending rate, just as the cyclical 
fluctuations, may in many cases be one of the determinants when investors decide upon 
whether to invest in a given project. In periods defined by an economic boom the 
financial flexibility is improved and together with a low lending rate the market for 
investments will be more attractive.  
Due to plummeting share prices, the nine-eleventh terror-attack in the USA and the war 
in Iraq and Afghanistan, the world economy has been characterized by recession in the 
first years of the twenty-first century. However during the researched period of Vestas, 
the recession turns into a period of high economic growth with lending rates at a low 
	   32	  
level until it again changes with the culmination of the international financial crises in 
the fall of 2008 (Jensen, 2010; 8)  
In regards to the value of the currency used for trading it has an immense impact on the 
purchasing power whether a given currency compared to other trade currencies is strong 
or devaluated. Even though expansion in the domestic production of wind turbines, the 
USA is considered as one of the largest wind turbine importers. However a decline in 
import started to appear as the current import estimated to 65 percent in 2005-2006 fell 
to 58 percent in 2007-2008 ending at just 40 percent in 2010. Around the same time, in 
the period from 2002 to 2008, the value of the US dollar decreased around 15 percent 
relative to all the biggest international currencies. In regards to the European market, 
which counts for a highly concentrated part of the American import of wind turbines, the 
UD dollar lost as much as 40 percent of the value against the euro in the same period.  
While it is difficult to conclude a direct correlation between the decline in import of 
wind turbines and the lost value of the US dollar it is evident to state that the risk of 
adverse exchange rate movements inflating the cost of wind turbines imported into the 
U.S. has indeed been very real (Bolinger & Wiser, 2011 ;24). 
 
Commodity Prices  
A last financial factor, which may affect Vestas in the production and allocating of wind 
turbines, is the fluctuations of commodity prices such as ones on steal and copper. High 
commodity prices lead to higher production costs making the production less profitable. 
During the five-year period the prices of steal used in the wind turbine production have 
been considerable high and in 2008 they had increased by 30-40 percent. Though it is 
worth mentioning that in regards to Vestas the estimated value of a wind turbine as a 
whole counts only 10 percent from steal. The rest comes from the processing and other 
materials. Additional, for Vestas it seems not to have that big of an affect as the prices 
with their suppliers are fixed. However, lately there have been some problems with 
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suppliers, particularly from the Far East, who have started to refuse delivery, unless 
additional payment is made (Berlingske Business, 14.05.2015).  
 
6.3 Sociocultural Factors 
Trend and Environmental Concerns  
When it comes to the sociocultural aspect it is largely the increased focus on and interest 
in the renewable energy market that may have the biggest affect on the wind power 
industry. Due to the fear of global warming, increased prices on oil and a rising demand 
for energy, the population companies and government have realized the crucial 
consequences of our increasing energy consumption. They are starting to seek renewable 
energy as an alternative to traditionally energy sources. It has become a trend in the 
society rather than a passion for the few to care about the environment. 
Studies show that the European consumers prefer companies, which at least gain an 
amount of their energy from renewable energy sources and that they find it important for 
the European Union and the national government to prioritize renewable energy. 
Additional 40 percent of the respondents to the research states that they are willing to 
pay more in addition to get their energy from renewable sources (European 
Commission, 11.05.2015). 
 
Visual Pollution 
However, factors such as society’s concern about visual impact and noise pollution of 
the wind turbines may on the other hand have a negative impact on the wind turbine 
industry. Even though the majority of people today see renewably energy as a good 
thing there are still some concerns about having the installations to close to cities and 
homes. Some people think that it might cause some kind of visual pollution and that the 
noise from the wind turbines are disturbing to everyday life (CFF, 14.05.2015).               
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6.4 Technological Factors  
Technology and technological development have always played a pivotal role in the 
creation and further development of the wind turbine industry. In order to progress wind 
power to be more competitive relative to other energy sources it is therefore crucial that 
a technological focus will continuously be placed on the improvement and advancement 
of the area. 
 
Storage of Wind  
One of the biggest challenges in regards to more competitiveness is the rather unstable 
production of energy that stem from wind power. As energy is only produced when the 
wind is blowing it is important to develop efficient ways to storage the wind for later 
use. One system, which is under development, is the compressed air energy storage 
system (CAES). It is able to utilize off-peak electricity to compress air and storage it in 
an airtight reservoir, which is typically a salt or limestone cavern. To release the air it is 
then run through a gas-fired combustion turbine. The system has a short ramp-up time, 
high storage and output capacity and according to Tennessee Valley authority around 80 
percent of the USA have the geology for underground storage of compressed air. 
However one of the disadvantages of the system is that the gas-fired combustion turbine 
is run on natural gas, which may be incompatible with the image of renewable energy 
(Energy Commission California, 15.05.2015 
 
Other systems such as the CAES system are also under development but it seems that it 
will take some time to make it efficient and renewable enough in order to provide the 
wind power industry with a real competitive advantage. However technological 
development being part of modern time, it will likewise help to solve the visual 
pollution problem, which again may affect the society in a further positive direction 
towards allocation of wind turbines.   
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6.5 Summarizing PEST Analysis 
External macro environmental factors may have a considerable affect on Vestas 
possibility to achieve their corporate goals and desired success. Political incentives and 
aid have always been an influential factor for the development of the wind power 
industry. Around the world and in the biggest markets of Vestas, the governments are 
promoting renewable energy through tax credits, feed in tariffs and portfolio standards 
and due to socio cultural environmental concerns, the wind power industry has in recent 
years felt the tailwind. However sporadic delays in legislative approvals have affected 
the American market and caused the wind turbine great losses. In 2004 the American 
market experienced such delay but opposite it experienced a great increase in wind 
turbine installations when the PTC was approved in 2005. During the most of the 
research period the market is characterized by economic growth but is experiencing an 
increase in commodity prices. This has made the production of wind turbines more 
costly. Though at the same time high oil prices have made the wind power industry more 
competitive. Additionally has the lending rate been at a low level just as the value of the 
US dollar. This has promoted investments incentives but also lowered the international 
purchasing power of the USA.  
Technological development is essential for the wind power industry and the possibility 
to storage the rather unstable energy source, and by that increase its competitiveness 
towards fossil fuels, is continuously researched upon. 
 
7.0 Financial Analysis 
When presenting the strategy Will to Win, Ditlev Engel emphasized the importance of 
reaching an earning before interest of at least 10-12 percent and a net working capital of 
maximum 20 percent of turnover. That was in order to achieve two of the three company 
goals. Vestas had by the end of year 2008 achieved these goals and by that obtained a 
great part of the aspired success.   
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However it may not only be the achievement of these goals, which bear witness of a 
company’s financial success not to mention health. Other financial statements may also 
be taken into consideration when analyzing the overall success of a company.   
The following part will, through a financial analysis of Vestas, present a more adequate 
and measurable picture of the financial conditions and development of the company and 
by that strive to clarify other financial positions which may likewise indicate a 
successful development or a questionable and unhealthy one.  
To clarify the overall financial position and development of the company, the financial 
analysis are going to analyze upon the profitability, liquidity and solidity of the 
company. For further clarification of calculation see appendix 1.    
 
7.1 Profitability 
Analyzing the overall profitability of Vestas equals analyzing their ability to recoup 
invested equity and foreign capital. One way of doing so is by measuring the ROI.  
 
The ROI does not take into consideration the capitals composition and does then 
measure the return of the total capital relative to the cost of interest. Looking at the ROI 
of Vestas and the increase from negative 1,7% in 2004 to a positive 12,6% in 2008 it 
becomes evident that the company over the years has managed to recoup their capital in 
a continuously more effective way. Such lucrative development may be caused by 
different reasons. However the small increase in production costs relative to the 
somewhat higher increase in revenues from 2005 to 2006 indicates that the company has 
succeeded in reducing their distributions and or production and commodity costs. This 
reduction is repeated from 2006 to 2007 where only a slight increase in production costs 
compared to a considerable increase in revenues is shown. Though the higher 
differentiation of revenue and production costs in 2006 to 2007 the increase in the ROI 
is somewhat smaller than from 2005 to 2006 where an increase from negative 3,8 to 
positive 5,5 percent is seen.  
 
In regards to the total return of equity during the five-year period, a positive 
development does likewise appear. Except from a decrease from 2005 to 2006 an overall 
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increase dominates the return of invested equity. The increase and overall higher 
percentage relative to the ROI indicates that the foreign capital is profitable compared to 
its borrowing costs and thereby the company is said to earn through the foreign capital. 
Such earning is seen as the profit of cheap loans and is a quite common advantage for 
companies (Elkjær, 2009; 249). 
                                   
Looking at the financial gearing it shows that the ratio between the acquired foreign 
capital and the equity hold, also known as the company debt in percentage relative to the 
equity, has only experienced relative smaller changes over the five-year period. After an 
increase in 2005 the percentage has though been declining until 2008 ending at 
approximately the same percentage as in 2004. By benchmarking the financial gearing 
of Vestas with the average UK corporate financial gearing it shows that Vestas places 
itself just above the general mean, which is slightly below 20 percent by year 2003. 
Additionally studies show that the largest companies in general represent a higher mean 
than the overall mean for all the UK companies together. Due to that it must be 
concluded that the financial gearing of Vestas is rather equal compared to the one of big 
sized companies (Brierley & Bunn, 2005; 357-358). Even though matching the industry 
it would still be considered unhealthy if Vestas developed a high financial gearing 
percentage- lets say 70 percent. The reason for this is the increased interest payment, 
which comes as an undeniable consequence of high foreign capital. As the interests are 
to be paid with cash, the company would possibly have difficulties raising great amount 
of cash during for instance recession (InvestEd, 22.05.2015).   Nonetheless this is not the 
case with Vestas.    
 
When wanting to shed light on which factors affecting the development of the 
profitability, one may use the DuPont analysis model. Using this model it becomes 
evident that the activities affecting the ROI are the ability to one side adapting the 
income and costs and on the other side the capital. Analyzing these activities is done 
through calculation of the operating margin and the asset turnover.  
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The operating margin shows overall the ability of the company to create surplus and the 
calculated result is the amount in percentage, which is available for recouping the 
invested capital. The remaining percentage is the amount used for costs.   
Compared, the asset turnover calculates the ability to adapt capital by measuring the 
degree of turnover, which is created relative to the invested capital (Elkjær, 2009; 241). 
 
Looking at the development in the operating margin of Vestas it shows that the company 
over the years has increased its ability to create surplus by decreasing the amount used 
for covering costs, which further matches the before mentioned decrease in productions 
cost shown in the Vestas annual reports. 
On the contrary is the development in asset turnover near to not existing. From 2004 to 
2005 their has been a slight increase but after a decrease of 0,1% from 2005 to 2006 the 
development has been stagnating. From the stagnation it appears that Vestas has failed 
to increase its turnover based on the invested capital. However, it is possible to obtain a 
high ROI even though a low degree of capital fitting as long as a high degree of profit 
and by that surplus is secured. In fact it is quite normal for companies in for instance the 
pharmaceutical industry and also the wind turbine industry, which have a high active 
mass and low turnover to have a higher operating margin and lower asset turnover.  
 
By benchmarking with the mean of the Danish industry it appears that Vestas has 
performed badly in terms of ROI in the beginning of the researched period. For the 
industry in general the ROI is in 2004 at 10,5% whereas Vestas is performing a negative 
number of minus 1,7. Except from a set back in 2005 it manages however to develop in 
a positive direction and by the 2008 it has actually overtaken the mean with 2,4%.  
In regards to return on equity Vestas is placed above the mean except from in 2004 and 
2006. In 2008, it turns however superior by as much as 22,2. As with the ROI a similar 
pattern is shown for the operating margin. From presenting negative numbers in 2004 
and 2005 and by that taking an unhealthy position compared to the mean of the industry, 
Vestas manage to change that position and by 2007 it has overtaken the operating 
margin of the general industry by 2,9% and 5,3% in 2008.       
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Another way of analyzing how a company’s is able to create surplus is with help from 
the contribution ratio and the degree of capacity ratio, which present a basic overview of 
the structure of costs. These ratios are calculated through the Contribution Ratio Model.  
The contribution ratio calculates in percentage the part of the turnover, which covers the 
capacity costs and recoup of the invested capital. 
In 2004 Vestas had 5,1% available to cover the costs of capacity and recouping on 
invested capital whereas 94,9% went to cover variable costs. During the years this 
percentage has improved positively and ending at 19,5% in 2008. This shows like the 
ROI and operating margin that the company has managed to decrease its costs. Different 
from these two ratios, the Contribution ratio though shows more specific that it is the 
variable costs, which the company has managed to cut down on.  
The degree of capacity ratio measures the degree of capacity for the company to explore 
the production capacity by presenting the contribution margin created from the costs of 
capacity. Is the degree of capacity ratio above 1,00 (kr.) there will be a positive amount 
of money to recoup the invested capital meaning that at 1,00 (kr) the contribution ratio 
just exactly covers the costs of capacity (Elkjær, 2009; 239). In the case of Vestas a 
degree of capacity below 1,00 (kr.) in 2004 and 2005 bear witness that the amount to 
recoup the invested capital in these years are negative. However, after 2006 it turns 
above 1,00 (kr.) and positive. It is then in progress all the way through the rest of the 
period meaning that the company gets an increased amount to recoup on the invested 
capital. 
  
7.2 Liquidity   
Another important thing to analyze when wanting to present an overall financial position 
is the liquidity of the company. In order to do so, the company’s use of capital most be 
looked into as it justifies the need for liquidity and funding. Through analysis of a 
company’s cash flow the development of the liquidity becomes evident. It shows the 
changes in the yearly use and funding of capital and not just the result at the beginning 
and the end of the year. Knowledge of this development is seen as important as it shows 
the degree of corporate liquidity and by that the ability to pay debt in the order it 
presents itself. One way of analyzing the cash flow is by calculating the change in 
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working capital, which is defined as sales activities minus short-term debt. The 
calculation of change in the working capital helps to estimate the operational risk and 
the degree of short-term recoup of invested capital.   
It will additionally be possible to shed light on the rate of self-financing, which 
measures the degree of residual used for investing in the future of the company after 
payments to creditors, owners and the tax institution.  
A highly common way to measure the liquidity short and long-term is furthermore 
through an acid test and the current ratio. The acid test shows the short-term liquidity of 
the company by dividing assets such as cash, bank, securities and current assets such as 
debtors, which is just to be released with short-term foreign capital. The current ratio 
shows the liquidity long-term and is measured by division of inventory and short-term 
foreign capital. 
 
The normal recommended mean for respectively short-term and long-term liquidity is 
said to be between 100-150 and 150-200 percentage. However it is not nearly the size of 
the liquidity, which is essential but to a higher extends the ability for the company to pay 
its debt short and long-term (Elkjær, 2009; 241). Looking at the liquidity short and long-
term for Vestas the percentage seems to be unrealistically high. The reason for this may 
be the fact that the short-term foreign capital, stated in Vestas annual reports, includes 
more than just current financial debt, which is used as the denominator here. The 
additional debt may be hidden under other current liabilities. However it is not to be 
shown in the notes in the annual reports. As the numbers may not be suitable for 
benchmarking and further evaluation, it provides though a good example of the 
obstacles, which may occur when analyzing a company’s financial conditions based on 
external accounts with lack of information.      
 
Looking at the changes in the working capital of Vestas there are seen some 
considerable fluctuations over the five-year period. Decline from 2004 to 2005 and from 
2006 to 2007 indicates that there has been a decrease in the corporate liquidity in 2005 
and 2007. In the case of being a going concern like Vestas it is in the meantime not 
especially important if the liquidity is bound to working capital or fixed assets. However 
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one must be aware of the fact that if needed, perhaps in the case of financial crisis, it will 
be easier to release the liquidity of the working capital compared to the one bound in 
fixed assets. (Elkjær, 2009; 282).  
 
 
In regards to the rate of self-financing it appears that the residual used for investment in 
the company in 2005 is highly negative. The reason for that could be found under 
“changes in equity”, which shows a net loss of 191,5 million euro for the year (Vestas, 
2008; 72). Already the following year there is however seen an immense progress from 
negative 320% to positive 67%. This increase in the rate of self-financing may be due to 
a net profit of 111 million euro, which help to provide the company with an increased 
equity possibly used for company investments.         
  
7.3 Solidity 
The last to analyze is the solidity of Vestas. By solidity is meant a company’s liquidity 
long-term and by that its ability to bear loss. Furthermore the degree of risk for such 
losses to occur is also characterized as the solidity. A frequently used ratio to measure 
this is the equity ratio. Through presentation of the share of equity relative to the 
founding of capital, it shows to what extend the assets are to bear losses or to what 
extend the debt are to be increased before the value of the assets is less than the foreign 
capital.        
Measuring the equity ratio of Vestas it shows a high degree of stability. There is seen a 
minor drop in 2006 but the year after and through the rest of the period a slight increase 
appears.      
 
Comparing the equity ratio of Vestas with the one of the general industry, which is 
illustrated below, it becomes evident that it is significantly higher than the industry 
mean. This indicates that Vestas is highly capable of bearing a possible loss compared to 
the general industry.         
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However as some of a company’s assets are always characterized by a higher degree 
of risk than others, it will be appropriate likewise to measure the equity ratio of the 
assets characterized as risky. Such assets may be machinery, fixtures and inventory. 
Looking at the equity ratio regarding assets characterized as risky it appears that the 
percentage is even higher compared to the normal equity ratio. It means that a higher 
percentage of the assets characterized as risky are covered by the equity. In case of 
losses on these assets Vestas is therefore even more capable to cover these losses with 
its equity. A high equity ratio in regards to assets characterized as risky is from a 
creditor point of view to prefer and due to the high degree presented, it appears that 
Vestas has a high solidity and by that is highly capable of bearing losses.   
 
7.4 Summarizing Financial Analysis 
From the financial analysis of Vestas it appears that the company in general holds an 
acceptable financial position. There are seen some rather high fluctuations in regards 
to the liquidity, in form of changes in the working capital, during the five year period. 
However being a going concern like Vestas it is not crucial for the company’s overall 
health whether the capital is bound to working or fixed assets.    
In terms of solidity the degree to which the company is able to pay it bills and finance 
its debt long term is considerably high. The greatest part of the company’s assets, 
particulary the assets characterized as risky, is financed by equity and the rate of self-
financing is except from a major drop in 2005 likewise high.  
Looking at the profitability of the company there is in general seen a positive 
development. Starting below the mean in 2004 the company has managed to improve 
its earnings, particulary through decrease in their variable costs, and that has resulted 
in a mean above the industry in 2008. The financial gearing is rather stabile and the 
general increase in return of equity, except from between 2005 and 2006, indicates a 
profitable development in regards to the foreign capital.     
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8.0 Discussion 
8.1 Strategic Status By End 2008  
By the end of 2008 it appears that Vestas with its strategy Will to Win has achieved two 
of its three corporate goals. The EBIT-margin shows 11 percent and the networking 
capital 5 percent. However the market share has declined to 23 percent, which is 12 
percent below the desired goal. 
In February 2009 at the Four Seasons in New York, Ditlev Engel presents the results to 
the world and the management of Vestas as well as analysts is impressed by what has 
been accomplished. The work of Ditlev Engel and the strategy are being highly 
recognized and many sees Vestas moving from bad to good conditions. The retained 
earnings and the development of the share are evidential and it seems now as a company 
being able to reach for the top position (Sønnichsen, 2009; 160).  
In relation to this recognized success of Vestas questions such as how the strategy Will 
to Win exactly has contributed and to what extend factors such as the external macro 
environment, the general market conditions and surrounding competitors have affected 
Vestas position, are to be shed light on. 
 
8.1 EBIT-MARGIN        
After introducing Will to Win in 2005 a lot if internal initiatives have been introduced 
towards improving the EBIT-margin. It becomes evident from looking at the value chain 
that Vestas has endeavored to optimize and streamline the whole organization the best 
possible way. With the implementation of the new corporate strategy, several systems 
such as Six Sigma and the 12 Must Win Battles have been taken into use and 
performance tools such as the LEAN, TPM and ERP-system have likewise been applied 
the different divisions. Everything in order to safe time, improve the general working 
processes and to heighten the overall quality. Through strategic international 
reassignment of production plants the company has managed to reduce its production 
and distributions costs. As a result of close cooperation and fixed price agreements with 
suppliers, Vestas has likewise, to some extend been avoiding the increase in commodity 
prices as well as currency fluctuations.  
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These reductions in the variable costs becomes appearing in the financial analysis, 
where they positively affects the profitability ratios. The most explicit way to show the 
variable costs reduction is by looking at the contribution and operating margin. As they 
develop from negative and rather small numbers towards a considerable increase, they 
likewise increase the ROI and the degree of capacity ratio. The above, mentioned factors 
have through clear strategic actions thus made it possible to improve the EBIT-margin 
even though the fixed costs during periods have been increased due to investments in 
Technology R&D and sales.  
 
Other essential but slightly less measurable factors, which may have contributed to 
improvement in Vestas turnover and EBIT-margin is the establishment of the production 
plants in the local areas. Not only do they reduce production and distribution costs. They 
do also create new jobs. Through their assignments, Vestas has gained domestic 
recognition and as an important part of the corporate strategy they have invested great 
resources in the political promotion of the wind power industry. The political support 
and aid has continuously been a determinant factor for the development of the wind 
turbine industry and due to that it has been crucial for Vestas and the wind power 
industry as a whole, that governments are supportive towards wind turbine projects and 
establishment of factories, wind farms and off shore projects. Even though the local 
recognition and political lobbyism may be difficult to measure, advantages in regards to 
legislative appropriations and governmental aid and tax regulations most in general be 
seen as beneficial to Vestas possibilities to increase their turnover, reduce its costs and 
by that improve their EBIT-margin       
 
8.2 Net Working Capital 
The net working capital of Vestas has been highly fluctuating over the five-year period. 
Already reduced to 14 percent in 2005 it counts for as little as 1 percent of the total 
turnover in 2007 and ends at 5 percent in 2008.  
In order to reduce the company’s net working capital and by that reach the second of the 
Will to Win goals, Vestas has focused its strategic actions towards its suppliers and the 
general improvements of its supply chain in general and its sales unit more specifically. 
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Closer cooperation with the company’s supplies has been established and transfers of 
tasks are being performed. This is done in order to improve the skills of the suppliers, 
who thereby increase their competences and the overall quality of the components. At 
the same time it reduces the operating currents assets of the company, which reduces the 
net working capital (Metal Supply, 25.05.2015).  
The focus towards the value chain and the sales unit has been made and after 
streamlining and optimization of the different divisions there has been seen a clear 
improvement in the control of projects, the quality enhancement and especially the terms 
of sales contracts. Previously to the implementation of Will to Win, sales and orders 
were highly unpredictable and characterized by long credits and unstable payments. 
Now the security of on-time payments is much higher and as Vestas own annual reports 
bear witness of a low working capital due to prepayments from customers it indicates 
that the strategic initiatives towards the internal environment of Vestas have paid off.             
It should however be mentioned that even though the desired decrease in the working 
capital, it still holds considerable amounts addressed towards warranty provisions. It 
shows that they have actually increased from 2005 to 2007. The reason is continuously 
quality problems, general customer satisfaction and periods with unstable supply 
delivery. Vestas being able to better manage these problems, they would be able to cut 
down on the rather tied amounts. This would not only increase the indication of general 
health but likewise release liquidity, which may be used for development of the 
company.         
 
8.3 Market Share 
In regards to market share it seems that structural changes in the market and competitors 
in general are the most evident factors leading to the failure obtaining the desired market 
share. Over the five-year period there has been an increase in new entrants to the wind 
power market and especially in the Chinese market, which is the fastest growing and of 
great importance to Vestas, the company has had problems competing with local 
manufactures. Numbers show that the ten biggest manufactures counted for as much as 
96,4 percent of the market share in 2004 whereas the percentage of “others” being new 
and smaller entrants, counted for 17,6 percent by 2008. Additional the Chinese 
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Goldwind has managed to gain 4 percent market share in just one year since it’s entering 
in 2007.  
 
Other factors, which may have caused a minor drop in Vestas market share are the 
change in strategy towards signing orders and furthermore the devaluation of the 
American dollar. In regards to the order policy, Vestas has after the implementation of 
Will to Win changed its attitude towards compromising on price and terms, when 
negotiating an order. Previously the company tended to lower their prices in order to win 
the order. Now they do not any longer contribute to a race to the bottom effect and that 
might have affected the possibility to gain additional market share. On the other hand it 
has given back some of its bargaining power and increased the profitability of the gained 
orders.  
Due to a devaluated US dollar during the researched period there has been a decline in 
the American import of wind turbines and that might additionally have contributed to a 
decline in market share.  The American market is one of Vestas biggest and as the 
American will and possibility for import decreases, there is seen an opening for local 
manufactures to gain additional American market share. Even though it is difficult to 
make a direct correlation between drop in American import and a decreased market 
share of Vestas, it is worth mentioning that the American manufacturer GE Wind, as one 
of the only top ten manufactures, has experienced an increase in their market share by 
7,6 percent from 2004 to 2008.       
Evidently there might be several factors affected the loss of Vestas market share and 
looking into the market conditions it seems that it has been rather external factors, which 
have prevented Vestas from achieving their third goal. Though it should be mentioned 
that even though a restructuring of the market causing the biggest manufactures to lose 
market, the growth of the wind power industry has been increasing by an average 
growth rate of 27,6 percent. This expansion of the market has been profitable to Vestas, 
which despite the lost market share has managed to increase its turnover . In that regard 
the company has mentioned that it due to market conditions has changed its focus from 
obtaining market share towards increasing turnover and improving profitability.      
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9.0 Conclusion 
After analyzing the strategic and financial position of Vestas, it becomes evident that the 
strategy Will to Win during the period of its implementation has had a considerable 
affect on the company’s ability to achieve its corporate goals. The strategy dictated an 
EBIT-margin of 10-12 percent, a net working capital of nothing more than 20 percent of 
total turnover and an obtained market share of 35 percent. At the end of 2008 Vestas has 
achieved two of the goals and increased its turnover even though having failed to obtain 
the satisfactory market share.  
In order to carry out the defined initiatives and goals of the strategy new systems and 
performance tools such as Six Sigma and the 12 Must Win Battles have been introduced 
to all operational divisions and a restructuring of the organization has been performed. 
The streamlining and optimizing of the whole company have helped Vestas to reduce its 
variable costs and to get back the control of orders and payments. This has lead to better 
profitability, an increase in EBIT-margin and a decrease in the net working capital. The 
reduction of the variable costs has mainly been performed through reassignments of the 
production plants, closer cooperation with the suppliers and the ability to arranged fixed 
prices on commodities such as steel and copper. The increase in revenues has been 
obtained through global expansion and great investments in lobbyism, has conducted 
political promotion of the wind power industry. Political incentives and aid have always 
played an important role for the development of the wind turbine industry and it may be 
concluded that social cultural and political environmental concerns to a larger extend 
have positively contributed to the substantial growth of the wind power market. During 
the researched five-year period, the financial market has been characterized by low 
lending rates and high oil prices. The low lending rate has created a favorable 
environment for investments and the high oil prices have made the renewable energy 
sources more competitive. 
The reason for not reaching the dictated market share, has mainly been the increase in 
new entrants to the markets, which have caused almost all big manufactures to loose 
market share. Vestas has mainly lost share to new Asian manufactures and established 
American ones. However as the company’s increase in turnover is rather explicit and 
due to market conditions the emphasis has to a higher extend been put on results in 
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revenues and an improved financial position of the company. All in all it may be 
concluded that even though or due to some external uncontrollable factors, Vestas has 
obtained a great deal of success during the researched period and the strategy Will to 
Win has had a considerable role to play in this.  
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